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Brass Tacks of Business Ethics 


The ethical code adopted a few months ago by the 
United States Chamber of Commerce and published 
under the title “Principles of Business Conduct,” 
when read in connection with the complaints and 
decisions of the Federal Trade Commission, throws 
much light on the state of business in America from 
the moral and social point of view. A study of the 
Commission’s orders from December 1923 through 
November 1924 has been niade by this Department. 


The Chamber of Commerce code has been issued 
in pamphlet form (reprinted from The Nation’s Busi- 
ness) with a running commentary by Judge Edwin 
B. Parker, the chairman of the committee which 
framed it. He insists that the standards are not new 
or experimental but merely constitute a collation and 
codification of habits and rules which “already exist 
in the minds of American business men.” ‘The fifteen 
orinciples enumerated are not merely a code: they 
onstitute a philosophy of business. They assert that 
confidence and integrity are the foundation of busi- 
ness; that the reward of business for service rendered 
is “a fair profit plus a safe reserve”; that business is 
obligated to give “equitable consideration” to capital, 
management, employes and the public; that per- 
manency and continuity of service are basic aims of 
business; that contracts, written or oral, are literally 
binding, and that “changed conditions do not justify 
their cancellation without mutual consent”; that 
goods and services must be represented truthfully; 
that all excesses—‘inflation of credit, over-expansion, 
over-buying, over-stimulation of sales’—are con- 
demned; that unfair competition, by which is meant 
the practice of bad faith, deception, fraud or oppres- 
sion, is “wasteful, despicable and a public wrong”; 
that controversies should, as far as possible, be 
settled “by voluntary agreement or impartial arbitra- 
tion”; that incorporation of an enterprise does not 
absolve the individual from any moral obligation; that 
restrictive legislation should be rendered unnecessary 
by business itself. 


This recital of principles viewed in connection with 
the Federal Trade Commission reports has mani- 
festly two important social aspects. The first is the 
absence in the code of specific definitions and pre- 
criptions. This is perhaps unavoidable because of 

absence of agreement on the part of business men 
themselves concerning specific ethical practices as they 
affect fundamental social principles. 


For example, the reward of business is defined as 
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a “fair profit” plus a “safe reserve” but no attempt 
is made to define either of these terms. It is stated 
that they should be commensurate with risks involved 
and foresight exercised, but since neither risks nor 
foresight can be accurately measured in terms of 
money values this statement indicates no workable 
standard. Again the Chamber says that the relation 
between the several factors in industry—capital, man- 
agement, employes, and the public—should be “equi- 
table”; yet no hint is offered as to the definition of 
the word “equitable,” which is at the heart of present 
day industrial controversy. Again, it is asserted that 
controversies are to be adjusted amicably “where 
possible,” but no principle has as yet been worked 
out by which to determine with fairness to both sides 
what questions are “justiciable” and when either side 
is justified in insisting that it has “nothing to arbi- 
trate.” Uncertainty and ethical confusion arise also 
over the question of corporate responsibility. The 
statement that “corporate forms do not absolve from 
or alter the moral obligations of individuals” leaves 
undefined, for example, the moral responsibility of 
the stock holder for the labor policy of an industrial 
corporation or the degree to which it may be ex- 
pected that the ethics of individual relations should 
carry over into that realm where it is commonly said 
that “business is business.” Finally, the term “un- 
fair competition” is used as synonymous with bad 
faith, deception, etc., whereas the effort to determine 
what is fair competition has been absorbing the atten- 
tion of legislatures and courts for several decades. 
A large part of the work of the Federal Trade Com- 
mission has to do with this category. 


These points of uncertainty are enumerated here 
merely as evident facts which many business men will 
readily recognize. 


The second important aspect has to do with pro- 
scriptions of the more obvious unethical practices 
which the record of the Federal Trade Commission 
and the admissions of business men themselves show 
to be very widely carried on. The Trade Commission 
records are filled with complaints and orders to 
“cease and desist” conceruing practices which violate 
in the most thoroughgoing manner the principle laid 
down by the Chamber concerning the representation 
of goods and services. Misbranding and misleading 
advertising are among the most common practices 
reported to the Commission. The relation of such 
practices to the Chamber’s declaration that the pub- 
lic is entitled to equitable consideration, is obvious. 


Some of the practices condemned in “cease and 
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desist” orders are: marking cloth made in this 
country “English,” branding cigars “Tampa” and 
“Havana” when they are not made in Tampa or from 
‘uban tobacco, marking hosiery “silk” or “pure silk” 
hen it is part cotton, and “fashioned” when it is 
not shaped according to the trade understanding of 
“fashioned,” using the term “process engraving” for 
a product which resembles engraving but is not made 
from engraved plates, simulating the signs, letter- 
ings and store front of a competitive chain store so 
that the public might think the store one of the com- 
petitor’s stores, etc. Other stores selling furniture, 
hosiery or clothing, are ordered to “cease and desist” 
representing that they sell their goods “direct from 
factory to you” when they do not manufacture their 
goods nor act as the direct representative of any fac- 
tory and when the purchaser pays as much as retail 
stores charge for articles of the same quality. Oil 
companies are ordered to stop advertising that they 
own oil fields, or proven leases to such fields, that oil 
is being produced and-dividends paid, when such is 
not the case. 


Several passages in Judge Parker’s exposition of 
the code are noteworthy. He commences with the 
statement: “Business has formed and is forming 
habits of straight thinking and right acting, because 
they are in the last analysis economically sound 


habits.” He distinguishes between motive and func- 
tion in business: 


_ “Individual profit is its direct reward. But it is 
important that the function of business should not be 
confused with the motives which may prompt an indi- 
vidual to engage in it, just as the functions of the 
legal, the medical, the educational, the political or 
the engineering professions should not be confused 


with the motives which prompt individuals to engage 
them.” 


Judge Parker in one place invokes divine authority 
for his position: “It is meet today, as it was 
1900 years ago, that the slothful, who use not their 
talents but. bury them, should, through the operation 
of economic law, have taken from them even that 
which they have, further to enrich those who have 
most and who have demonstrated their capacity and 
willingness to exercise the godlike power of creat- 
ing and producing, adding through physical, mental 
and spiritual effort to the wealth of the world.” 


Judge Parker accepts for business the “imperious 
challenge to correlate and harmonize the conflicting 
forces in commerce, trade and industry,” and adds: 
“That challenge is to the business man, not to the 
politician, the schoolmaster, the preacher, the lawyer, 
or the engineer.” He justifies “competition in ser- 
vice” as promoting the public service but states that 
‘the seeking of a business advantage through efforts 
directed to harm a competitor is unethical and waste- 
ful.” Here appears a distinction which has never been 
satisfactorily treated from the ethical point of view. 
In sustaining competitive practices the courts rec- 
ognize that competitors are constantly being harmed. 
The problem is to make the nice distinction between 
what is deemed to be an incidental harming of a com- 

titor in the process of carrying on trade and what 
isin its nature ruthless and unfair. On this last point 
the Federal Trade Commission has gone much further 
than the Chamber of Commerce or Judge Parker in 
his exposition of its code. 
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It should go without saying, however, that in under- 
taking the formulation of a code which recognizes 
the immorality of violating contracts, of misleading 
advertising, of avoidable waste, and of all shirking 
of responsibility under articles of incorporation, the 
Chamber of Commerce has taken a step which will 
be regarded by students of social ethics as not with- 


out significance. Some of the particular problems ~ 


arising in the effort to give definiteness to ethical prin- 
ciples as applied to business and industry will be 
presented next week. FE J 


How British Labor Fared 


However the recent British elections are viewed it 
is clear that the nation has enthusiastically returned 
to what is variously called Conservative, Unionist or 
Tory government. There was in the few weeks im- 
mediately preceding the election a marked defection 
from the government which reflected not only dis- 
satisfaction with Mr. MacDonald’s handling of the 
disputed Zinoviev correspondence and the Communist 
trial but an antipathy to socialism which was enhanced 
by election propaganda. Even members of the clergy 
participated in the Conservative effort to give the 
election the character of a referendum on socialism. 
The Bishop of London is reliably quoted as saying 
that “any such experiment as was tried in Russia of 
nationalizing the whole of the industries of the coun- 
try would ruin England in a few years”; while another 
Bishop entered the political arena in this fashion, 
“Do you wish in politics to advance upon the long- 
established basis which has lain beneath all social 
development, or do you wish to rebuild society upon 
an entirely novel basis?” On the other hand, the 
Bishop of Birmingham and others have warned 
against the danger of identifying Christianity with the 
program of some one political party. Since the elec- 
tion he has said, “Labor is out, but Labor will return 
in one of those strong reactions which are to be ex- 
pected in our post-war political history, and it would 
be disastrous for the welfare of the Church if, owing 
to injudicious sermons at the present time, some 
future Labor victory should be regarded popularly as a 
rebuff to Christianity.” 


Although Labor seats in the Commons have been 
reduced from 192 to 152 it now appears that the total 
Labor vote increased 1,100,000, more than half as 
great an increase as that registered by the Conser- 
vatives, .who increased their seats from 257 to 413. 
The conspicuous loss was that of the Liberals, who 
not only suffered a decrease of 1,300,000 in votes in 
the national poll but suffered a reduction in their 
Parliamentary representation from 158 to 42. The in- 
crease in the total ballot of the nation was 2,800,000. 
(Figures in some cases approximations.) 


“Consumptionism”’ 


Samuel Strauss, former editor of New York Globe, 
in the Atlantic Monthly for November, discusses what 
he calls “consumptionism.” He defines consumptionism 
as “the science of compelling men to use more and 
more things.” The safety of modern industry de- 
mands that production steadily increase, and that 
people be persuaded to consume a steadily increasing 


— 


quantity of things. On this, according to Mr. Strauss, 
depends our modern civilization, for otherwise busi- 
ness would be ruined and with it would go our system 
of free education, organized charities, even “our ideals 
of political authority.” 


The Prohibition Amendment is described as the 
“first Cofisumptionist Amendment.” It came about 
when it did, not because of the moral aspects of the 
question or the lowered efficiency of the worker, or 
the danger to citizens from drunken drivers, but be- 
cause “drink makes people buy less of everything.” 
According to this theory, strict enforcement is not 
important for regardless of lawbreakers, prohibition 
has made “more consumers and better consumers,” 
and the cost to citizenship or democracy does not 
matter. 

Another illustration of “consumptionism” is the 
press. The necessity for advertising is changing the 
press so that its main influence is not in directing 
men’s thoughts or votes but rather their buying. This 
change is bringing about the consolidation of news- 
papers under the ownership of very rich men. The 
change from several newspapers representing “each 
stripe of belief in the community” to one large all in- 
clusive paper means the loss of the freedom of the 
press. 


In government programs, too, the proposal is to 
“sell” the people a given plan rather than “winning 
the people’s consent.” This is really a “question of 
a new habit of mind” because “men are gradually 
becoming accustomed to act in all relations of life 
as they act in relation to things.” 

Mr. Strauss says in conclusion: 


“A century and a half since, men came to want 
more things. . . . Today the force of things which 
they developed, the industrial force, may indeed be 
regarded as having the dominion over men. Today 
men may be regarded as cogs in the great machine. 
But this machine they themselves chose to build.” 


Cooperation in the British Empire 


A useful summary of the development of the coopera- 
tive movement in the British Empire was contained in the 
Empire edition of the Manchester Guardian Commercial, 
published on October 16. 

In Ireland the main form of cooperation is agricul- 
tural. In 1922 there were 296 cooperative dairy societies 
in Ireland which handled over 50 per cent of the Irish 
dairy products with a turnover of £5,661,518 for the year. 
There are about 700 other Irish agricultural cooperative 
societies including purchasing societies, flax-manufactur- 
ing societies and egg and poultry societies with a turnover 
of £2,250,000 in 1922. The Irish Agricultural Wholesale 
Society is a purchasing and selling federation of many of 
the local societies. In 1922 there were about 39 con- 
sumers’ cooperative societies (mainly in Ulster) with a 
membership of 45,581 and total sales for 1922 of 
£2,314,112. 

In Canada many agricultural societies “doubtfully co- 
operative by British standards” have developed since the 
war. Such amalgamations of these societies as the Quebec 
Federated Cooperatives, the Saskatchewan Cooperative 
Elevator Society, etc., are large-scale organizations which 
tend to eliminate the middlemen and deal directly with 
foreign merchants, including the English Cooperative 
Wholesale Society. Cooperative credit societies have de- 
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veloped chiefly in Quebec where there were 110 village 
“caisses populaires” in 1922. There are also about 80 
consumers’ cooperative societies in Canadian cities. 

In Australia the most important organization is the 
New South Wales Cooperative Wholesale Society, which 
acts also as a cooperative union with 23 affiliated socie- 
ties, a membership of 38,500, and a yearly turnover of 
$500,000. This organization trades with the English Co- 
operative Wholesale Society. South Australia also has 
a cooperative union, and there are single societies in other 
parts of the country. In New Zealand farmers’ market- 
ing societies are most important, and some of these act 
as consumers’ distributive societies as well. Federations 
of the farmers’ societies have also been formed. Urban 
consumers’ societies have organized the New Zealand Co- 
operative Union and Wholesale Society. 

In South Africa cooperation is hindered by the scanty 
population, poor transportation and racial divisions. Co- 
operative credit societies have been helped by the National 
Land and Agricultural Bank. Marketing societies main- 
tain the Federated Farmers’ Cooperative Association of 
South Africa. Consumers’ cooperative societies have been 
organized by the South African Industrial Federation 
Cooperative Development Company, which is controlled 
by the trade unions. 


In India the problem is “to uplift the status of a vast 
population mainly engaged in agriculture, at a primitive 
economic stage, ill-educated, and poorly supplied with 
capital.” It will surprise many to learn that in 1922 there 
were in India 52,182 cooperative credit societies of which 
46,344 were primary credit societies. There are also 473 
central banks for federated credit societies, provincial 
banks in most provinces, and plans for an All-Indian 
Cooperative Bank. There are also “purchase and sale” 
societies, agricultural producing societies, etc. 

Inter-Empire cooperative trading has been begun by 
the English Cooperative Wholesale Society with the con- 
sumers’ societies in the Dominions. The English and 
Scotch Wholesale Cooperative Societies have over £2,000,- 
000 invested in tea, coffee and cocoa businesses chiefly 
in India, Ceylon and West Africa. — 


A Superficial Social Gospel? 


There is a marked tendency among social workers and 
socially minded religious leaders to return to an emphasis 
upon the attitude of the individual in the effort to effect 
a more socialized community life. This position differs 
from traditional religious individualism in that it does 
not seek to regenerate individuals one by one as a pre- 
requisite to social rebuilding but rather seeks to make the 
social ideal register upon the individual will and thus to 
develop a cooperative attitude without which any effort 
toward social reconstruction may be expected to fail. 

Rev. Harry Emerson Fosdick, one of the foremost 
social preachers of the present day, deplores the super- 
ficiality of the social gospel as commonly preached with 
its emphasis “on social programs rather than on person- 
alities, on institutions rather than on men, on physical 
circumstances rather than on spiritual quality.” (October 
Ladies’ Home Journal.) “The trouble is that a social 
reform gospel taken by itself alone is likely to assume 
that all souls are well, and then to call them to a great 
crusade. But this assumption is false. We come 
up to church on Sunday morning, divided, consciously 
wrong, inferior and unhappy, and a social reform sermon 
in such a case may do us no good at all.” 


The two greatest contributions which the church might 
make are a “vital faith in God as against atheistic ma- 
terialism and a thoughtless trust in God,” and the taking 
of Jesus seriously, furnishing “the world some courageous 
moral leadership in the application of his principles to 
human life’—as in the problem of war. “We are chal- 
lenged by a threefold opportunity to make the Christian 
church in this next generation the most useful institution 
in society, around which the best hopes of mankind center, 
from which its inspiration and leadership come. We 
are called to supply unity, purposefulness and power to 
the inward lives of men, to supply under-girding faith 
to workers for the common good and to supply moral 
guidance without which our civilization like others before 
it, will fall on ruin.” 


Rural Social Needs 


The fact that rural sections have never developed real 
community interests is due partly, according to Clarence 
Poe, editor of Progressive Farmer (Birmingham), to the 
individualistic nature of farm life and more especially to 
the lack of machinery for the development and expression 
of such interest. An article by Mr. Poe was featured 
in that very influential rural paper, Wallaces’ Farmer 
(November 12) and was carried the same week by the 
Nebraska Farmer and other farm papers. 


Country people, he insists, are really no less progressive 
than city people but they lack the “facilities for express- 
ing the spirit of progress.” Adequate development re- 
quires: community organization, community centers, 
community selfknowledge and community rivalry. Local 
farmers’ clubs of some sort, with organizations for the 
women and boys and girls as well, are the first step in 
the development of a community spirit. Rural schools 
are already being developed as social centers and this use 
should be increased. Community surveys covering roads, 
wealth, occupations, agricultural conditions, schools, 
churches, social life, sanitary and health conditions, are a 
first step toward adequate knowledge of community 
needs. Rivalry between country communities stirs civic 
interest. 


Mr. Poe says in conclusion: “When we have the pre- 
requisites of character, education and home-ownership, 
the development of such facilities for rural organization 
as I have pointed out should insure sooner or later the 
rural community and with it a new and brighter era in 
American country life.” 


An editorial in Wallaces’ Farmer for October 31 sug- 
gests the following as an economic program: agricultural 
equality, a stable price level, controlled production, a 
larger income and higher standards of living for the 
working farmer and the checking of speculation in farm 
lands. 


Chinese Church Progresses Socially 


The National Christian Council of China, an advisory 
and consultative body representing practically all Protes- 
tant Christian forces in China was organized in 1922 with 
three objectives: 1. to acquire and disseminate informa- 
tion; 2. to promote sympathy and understanding among 
all the units of the Christian movement in China; 3. to 
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promote cooperation among the churches and missions. 
Its members are chosen from the various communions 
according to the numbers of communicants. National 
orgafiizations working in a special field such as religious 
education, are also affiliated with the Council. According. 
to the Constitution a majority of members must be 
Chinese. 


The Council’s Bulletin (Shanghai, China) for October 
1924 announces interesting developments in rural work 
and in the study of social problems. The Commission 
for the Study of the Problems of the Rural Church plans 
to make a study of rural church conditions in China con- 
sidering especially methods of evangelism in rural dis- 
tricts and the problem of planting self-supporting native 
churches in such districts; methods of training rural 
preachers and teachers; methods of solving the problem 
of rural illiteracy; and how best to give rural congrega- 
tions the results of experiments in mission agricultural 
stations. Two Chinese rural pastors have been released 
by their church authorities for one year to travel through 
China making these studies. In 1925 it is hoped that “an 
adequate proportion of the program [of denominational 
meetings] may be given to the discussion of the rural 
church problems.” 

Arrangements are being made to set up a Bureau of 
Economic and Social Research. Funds have been secured 
for it, and a preliminary survey is being made “to discover 
the needs of Chinese Christian educators and social 
workers along this line, to study how best to set it up and 
to suggest some of the lines of its activities.” 


Yellow Journalism—British Variety 


Critics of our American press may be interested in a 
bit of evidence that sordid sensationalism is not exclusively 
a product of American journalism. An editorial writer 
in The Nation and The Athenaeum (London) for Sep- 
tember 13 has this to say: 


“A correspondent asks me to voice a protest on a sub- 
ject on which public protest is certainly needed. He 
refers not only to the way in which the Press wallows in 
the disgusting details of murder trials, but more par- 
ticularly to the subsequent publication of the life of the 
criminal concerned. The revolting Mahon case is not 
allowed to be forgotten with the execution of that monster. 
The unspeakable Sunday Press, which does more to 
debase the public mind than any other influence in the 
land, promptly serializes the murderer and fouls every 
Sabbath day with his presence. The Sunday Express 
offers its public for Sunday reading the criminal’s own 
story of his career, and the People presents him as seen 
by his widow. There is no shadow of pretence that this 
sort of sewage serves any useful public purpose. It is a 
frank appeal for the lowest of reasons to the most de- 
praved of appetites. I should like to think that the in- 
famous traffic was bad business, that it was resented by 
more readers even of the Sunday Press than it pleased, 
but I dare say Lord Beaverbrook is a good judge of his 
public, and could show me by reference to his ledger that 
it pays him to have Mahon as his star contributor. It 
was another of Lord Beaverbrook’s papers, the Evening 
Standard, that made itself conspicuous by the incessant 
reproduction of Mahon’s photograph during the various 
phases of the trial.” 
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